Introduction
The most commonly used benchmarking models in electricity distribution regulation are: Data Envelopment Analysis (DEA; Charnes et al., 1978) , Stochastic Frontier Analysis (SFA; Aigner et al., 1977; Meeusen and van den Broeck, 1977) , Corrected Ordinary Least Squares (COLS) (Richmond, 1974) and Stochastic Seminonparametric Envelopment of Data (StoNED; Kuosmanen, 2006; Kuosmanen and Kortelainen, 2012) . Briefly, DEA is a non-parametric linear programming model proposed by Charnes, Cooper and Rhodes (1978) which creates the efficiency frontier using a convex linear combination of inputs and outputs of decision making units (DMUs). SFA requires a parametric equation of the efficiency frontier and assumes a compound error, which represents deviations from the frontier. The compound error is the sum of stochastic inefficiencies and stochastic noise. StoNED is similar to SFA and DEA, with a compound stochastic error and with a nonparametric, piece-wise linear frontier. Lopes and Mesquita (2015) have shown that these models are very popular among the European electricity distribution regulators.
